Formation of a New Jersey non-life insurance conmpany

The steps required by NJ. A C 11:1-28 et seq. to be foll owed | eading
to the granting of a Certificate of Authority to transact non-life
i nsurance business in New Jersey are:

Step 1: The submission of a feasibility study to the Conm ssioner
of Banking and | nsurance which shall include, but not be limted to,
the foll ow ng:

1. A detailed plan of operation of the applicant which shall:

i. Include and explain its plan of operation;

il Explain its source of funding;

iii. Describe its marketing strategy;

iv. Describe its underwiting procedures and guideli nes;

V. Explain the administrative and |egal arrangenents to be
made for the adjustnment of clains and the recovery of
sal vage and subrogati on

Vi . Describe its territory of operation

vii. Describe the qualifications of the senior officers of
the applicant responsible in the areas of clains,
underwiting and investnents;

viii. Describe the proposed maxi mum anount of coverage by |ine
of busi ness;

i X. Descri be the proposed retention by |line of business;

X. Descri be the proposed reinsurance arrangenents;

Xi . Describe the proposed nethods for the handling of
consuner conpl ai nts;

Xii. Include the applicant's proposed organization chart; and

xiii. Describe the proposed dividend policy (policyhol der and

shar ehol der) ;
2. A summary of the applicant's initial rating system to the
extent its proposed operations are regulated, which shall
i ncl ude:
i Rate by |ines of business;
il Proposed statistical agents (if any);
iii. Independent filings; and
iv. The rating bureau (if any);
(Any conpany that wshes to wite private passenger
aut omobil e insurance mnust submt a conplete rate and form
filing for review)
3. A five year projection of the followng certified by a
qualified actuary and acconpanied by a narrative explaining
the sources of anticipated premum and all assunptions made
in devel oping the entire projection
i Assets, liabilities and surplus and other funds in the
format of the Assets page and the Liabilities and
Surplus and Oher Funds page in the Annual Statenent
representing the start-up year of the applicant and the
five successive year-ends;

il Underwriting and investnent income in the format of the
Underwriting and I nvestnent Exhibit, Statement of Incone
in the Annual Statement for each of the five years;



iii. The following information by l|line of business for each
of the five years (the line of business classifications
shall be those set forth in the Underwiting and
I nvestnent Exhibit, Part Two in the Annual Statenent):

(1) Prem uns earned,

(2) Losses incurred;

(3) Loss expenses incurred; and

(4) Ratios of the sum of the losses and |oss
expenses to prem um earned; and

iv. The projected values required in the Underwiting and

I nvestnent Exhibit, Part Four - Expenses in the Annual
St at enent .
Wthin 60 days fromthe receipt of all information and the filing
fee from the applicant, the Comm ssioner shall, in witing, either

accept or reject the applicant's feasibility study.

Step 2: Once the feasibility study is accepted, the applicant

then  nust subm t the corporation's original certificate of
i ncorporation, which the Departnment wll submt for review and
certification by the State Attorney General of New Jersey. Once the
Certificate of Incorporation has been certified, it wll be returned

for recording with your county clerk.

Step 3: Additional Information Due

1. By- | aws

2. Bi ogr aphi cal affidavits -- One for each incorporator,
officer, and director of the proposed company (rnust use the
New Jersey Form NAIC Formis not acceptable)

3. New Jersey State Police, State Bureau of Identification
Request for Crimnal H story Record Information, Form SBI
212(Rev.9-79) for each officer, director, incorporator or

stockholder with controlling interest of the proposed insurer
with a check totaling $15/form and payable to the New Jersey
State Police. These nust be conpleted on original vyellow
forms and are therefore, not posted to the web site.

11. Step 4: The original recorded Certificate of |ncorporation nust be
returned to the Departnment of Insurance for filing.

Step 5: Capital nust be raised and a m nimum $100, 000 (rmarket
and par value) deposit nmade with the Conm ssioner of Banking and
I nsur ance.

Step 6: Organi zati on Exam nati on: Addi tional information that
must be avail able for the Organizati on Exam nation incl udes:

» Stockhol ders' and conpany's organi zation resolutions (certified
copi es)

» Nanes, hone addresses (including zip codes), and occupations of
directors el ected



» lInsurance conpany's officers; nanes and titles.

» Nane of bank, address, and contact person to verify securities
owned

» Nane of company's registered agent and resol uti on authori zi ng
himto accept service of process

» A hol ding company chart depicting a diagram of control

» Copy of the holding conpany filing under 17:27A-3 if avail able
(rmust be filed fifteen (15) days after obtaining authority)

» Certified bal ance sheet of the hol ding conpany as of recent
dat e

» Pro forma bal ance sheet of the conpany certified to by an
of ficer of proposed insurer

» Copy of the insurance conpany's stock certificate
» Financing agreenents with bank or other financial institutions
» Managenent; operating of expense sharing agreenents

» Oiginal affidavit of officers and directors conpl eted and
si gned

» Rei nsurance agreenents or proposed reinsurance prograns
» Bank verifications to be submtted to bank and returned to the

department (Conmpany nust have a Federal Enpl oyers
I dentification Nunber.)

» A detailed witten outline fromthe conpany explaining its
current and i medi ate plan of operations

Once the organi zation exam has been conpleted and filed, the conpany
should be in a position to receive its Certificate of Authority.
During the course of the organization examnation nanagenent
agreenents, service agreenents and cost-sharing arrangenents wll be
revi ened. However, all such agreements necessitate a Form D filing
pursuant to N.J.S. A 17:27A et seq. and are not deened approved sinply
because they were reviewed during the course of the organization
exam nati on.

Pl ease note that under N. J.S. A 17:17-10 you have only one year from
the date the Certificate of Incorporation is certified by the Attorney
CGeneral to receive a Certificate of Authority. |If a conpany fails to
obtain a Certificate of Authority wthin one year, it shall be
di ssolved and its Certificate of Incorporation null and void.



